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KEY ECONOMIC INDICATORS: SIERRA LEONE, JULY 1975 


Percent 

ITEM 1972 1973 1974 Change 
PRODUCTION: MAJOR EXPORT COMMODITIES 

Diamonds (1,000 carats) 1,801 1,352 + 

Iron Ore (1,000 long tons) 2,512 2,136 - 

Bauxite (1,000 long tons) 693 

Coffee (1,000 long tons) 11.9 

Cocoa (1,000 long tons) ‘ 6.0 

Palm Kernels (1,000 long tons) 45.2 


AGGREGATE DOMESTIC INDICATORS 
GDP at market prices iis 4Ok 
Population ('000) 2,944 
GDP Per Capita int 140 
Consumer Price Index ; 147.7 
Gross Public External Debt 78.6 


FOREIGN TRADE AND PAYMENTS 
Total Exports 
Total Imports 
Balance of Payments (Surplus/Deficit) 
Foreign Exchange Reserve 


IMPORTS BY SOURCE 
United Kingdom 
Japan 
United States 
Western Germany 


EXPORTS BY DESTINATION 
United Kingdom 
United States 
Japan 
Western Germany 


MAJOR IMPORTS FROM THE U.S. 
Wheat (cwt) 8110436 
Rice (cwt) 209369 
Old Clothing (cwt) 26149 
Air Conditioners 
MAJOR EXPORTS TO THE U.S. (UNCUT GEN DIAMONDS 57,018 ($3.5) 
Cut & Polished Diamonds 9952 carats Rg 
Coffee (cwt) 1653 6 
Cocoa (cwt) 786 4 


1/ GDP figures are given at current prices and therefore do not take consideration 
of reduced purchasing power due to inflation. 
SOURCES : Bank of Sierra Leone, Central Statistics Office, Ministry of Trade & 
Industry, SL Produce Marketing Board, Standard Bank (S.L.) Limited, 
others. 





SUMMARY 


Mining, the most important foreign exchange earner, is 
the key to the vitality of Sierra Leone's economy. Currently 
the mining industry is in a slump but projected and proposed 
investments should boost production and stimulate the 
economy over the next five years. A Government campaign 
for national self sufficiency in the staple food, rice, is 
using the incentives of high farmgate prices and subsidized 
inputs to bring new land into production. Industrial develop- 
ment strategy now focuses on the promotion of export-oriented 
agro-industries that utilize raw materials made in Sierra 
Leone. Ambitious investments are being made to improve 
transport, communications and electrical generating 
facilities. A serious Government budgetary and balance of 
payments crisis will, however, force hard choices among the 
various development projects being considered. Economic 
pressures are the most significant dark cloud on an other- 
wise tranquil political horizon. 


Economic relations between the United States and Sierra 
Leone are growing. The U.S. is a large importer of Sierra 
Leone's diamonds and coffee. Increased activity by U.S. 
firms in Sierra Leone's mining sector will result in renewed 
purchases of rutile and possibly of other minerals. Sales 
of established U.S. products such as foodstuffs, earth 
moving equipment and air conditioners continue to grow, New 
opportunities for major sales of food processing, electricity 
generating and communications equipment can be developed. 
Sierra Leone is seeking foreign capital and technology in 
agriculture, agro-industry, mining, tourism, fishing and 
forestry to assist it in reaching goals identified in the 
1975-79 Five Year National Development Plan. Sierra Leone 
is a beneficiary developing country under the provisions of 
the 1974 Trade Act, has signed the Lome Convention giving her 
special rights of access to the European Common Market, and 
has ratified the treaty inaugurating the Economic Community 
of West African States (ECOWAS). With neighboring Liberia 
she is engaged in a venture of economic cooperation known as 
the Mano River Union. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Mining Industry Slumps: Stagnant production, low prices 
and delays in the initiation of anticipated new investments 
have slowed the development of Sierra Leone's mining industry. 
Existing diamond, iron ore and bauxite deposits are being 
mined out; a former rutile mine has been out of commercial 
production for four years. The export price of gem quality 
diamonds, Sierra Leone's single most important export earner, 
fell from an average of $135/carat in 1973 to $109/carat in 
1974. Fortunately, competition from four new diamond buying 
firms has kept local prices from falling too far and has thus 
reduced the incentive for diamond smuggling. During periods 
of bouyant world demand for diamonds, smuggling is a great 
problem in Sierra Leone. 


Projected and proposed new mining investments should 
increase the production of minerals within the next five 
years. The 51% Government-owned National Diamond Mining 
Company (DIMINCO) has begun prospecting new areas of the 
Southern Province. Prospecting had previously been delayed 
by fears that illicit diamond miners would overrun the area, 
thus making it unsuitable for production by DIMINCO. An 
American firm, Diamond Distributors, has acquired a 
prospecting license for diamonds and gold. In a very 
significant development, two American firms, Bethlehem Steel 
and Nord Resources, have reached agreement with Government 
for the recommencement by 1977 of rutile production. 
Bethlehem Steel is also prospecting for iron ore at Bagla 
Hill near the Liberian border and may as well be interested 
in the takeover of the existing mine and exploration rights 
of another mining company already operating in Sierra Leone. 
Alusuisse is interested in establishing a new bauxite mine 
near Port Loko and a German firm, Bayer Preussag, is 
expected to set up a pilot plant to process rutile deposits 
found near Moyamba in the Southern Province. Other responsible 
firms have expressed interest in prospecting for off-shore oil 
and in reviving Sierra Leone's now defunct gold and chromite 
mining industries. 


yminin key factor in determining the pace of development of the 
sectof will be the manner in which Government implements a 
mining policy that holds*that Government ‘Shall ultimately 
acquire 51 percent ownership" of all mining ventures. 
Government has declared its intention to implement the policy 
pragmatically with an eye toward providing the incentives 
necessary to induce others to undertake risky new mining 
ventures. 





Agriculture and Agro-Industries Show Promise: Given 
adequate incentives aaa favorable weather, Sierra Leone's 
farmers can meet the nation's domestic demand for rice 
while producing increasing quantities of cash crops for 
the export market. To reduce costly imports of food grains 
(over 100 thousand tons costing $24 million in 1974), 
Government has raised farmgate prices and channelled public 
resources into a crash program to achieve self sufficiency 
in rice. A highly successful IDA integrated agricultural 
development scheme which provides farmers with credit, 
training and extension services is now being extended and 
expanded into new parts of the country. 


In a recent speech President Stevens said Government 
should be prepared to offer land to companies with the 
expertise to develop plantation agriculture. Such plantations 
may be necessary if Government is to develop new agro- 
industries such as a tomato and pineapple canning factory. 


Improving Economic Infrastructure Provides Better Base 
for Development: Sierra Leone boasts of a recently completed 
network of a weather highways linking the capital city, 
Freetown, with each of the provincial capitals and with the 
principal diamond mining area. In the past year work has 
begun on bridges that will create direct road links with 
Sierra Leone's neighbors, Guinea to the north and Liberia 


to the south. A new four lane road extending twenty-three 
miles out from Freetown will soon relieve congestion on 
Freetown's primary gateway to its hinterland. Sierra Leone's 
large, deep water port continues to be profitably and 
efficiently managed. Government is considering the intro- 
duction of an instrument landing system to improve facilities 
at Freetown's Lungi International Airport. 


Domestic telephone service within Freetown has been 
improved by installation of new automatic exchanges but 
contact with provincial cities remains erratic. Government 
has announced its intention to improve international telephone 
communications by installing an earth satellite ground station. 


Government is attempting to address the unsatisfactory 
electric power supply system and has taken over the poorly 
managed and financially embarrassed Sierra Leone Electricity 
Corporation. At the same time Government has been pursuing 
with the World Bank possible loans for an éleven megawatt 
diesel generator for Freetown and a large hydro-electric 
station on the Sewa River near Bumbuna. Government recently 
signed contracts with two Italian firms for the construction 
of access roads and the study of the comparative technical 
and economic feasibility of two alternative dam sites. 





Government Overspending Threatens the Economy: Government 
overspending has become the major factor causing strain in 
Sierra Leone's balance of payments. Government has heavily 
burdened its debt servicing capability by contracting high cost 
supplier credits. To stem the drain of foreign exchange 
reserves a system of foreign exchange surrender obligation 
was introduced in 1974, requiring that the export proceeds 
of resident firms be deposited in banks in Sierra Leone. 
Present indications are that controls may be tightened during 
the coming year to include a system of foreign exchange 
rationing. 


The Government Budget for 1975-76 calls for austerity, 
curtailed expenditures and new taxes. Nevertheless, the 
habit of overspending will not easily be broken and the 
Ministry of Finance has introduced new financial watchdog 
institutions to assist. Salary increases for Government 
civil servants alone will increase the recurrent budget by 
$11 million. According to the Budget, development expenditure 
will be reduced and it seems clear that Government will have 
to make hard choices among the many projects competing for 
Government funds. 


Unstable Economy May Threaten Otherwise Tranquil 
Political Scene: After easily dealing with an abortive 


July, 1974, coup attempt, President Stevens' All Peoples 
Congress (APC) remains in control of a basically settled 
political scene. Government's carrot and stick policy toward 
past political opponents has been effective. Many former 
opposition leaders have been induced to join the APC while 
those who have attempted, or who have been suspected of 
attempting, to maintain opposition to the regime have been 
suppressed. Although Sierra Leone is presently a de facto 
one party state, President Stevens has avoided the ~ 
potentially divisive step of declaring the APC the only legal 
political party. 


The unstable economy is the darkest cloud on the 
political horizon. Government has been acutely alert to the 
political danger of discontent from the effects of inflation 
and President Stevens introduced in March, 1975, a set of 
civil service pay raises that averaged 20 percent. It is 
nevertheless indicative of the mood of the country that even 
this action resulted in grievances and strikes over the 
timing and the scope of the raise. The new austerity budget 
will undoubtedly raise new pressures stemming from increased 
taxes and a deepening economic recession. 





IMPLICATIONS FOR THE UNITED STATES 


U.S. Will Become A Major Buyer of Sierra Leone's Exports. 
Increased U.S. activity in Sierra Leone's mineral industry will 
consolidate the importance of the United States as a market for 
Sierra Leone's exports. The U.S. has long been the ultimate 
destination for a large share of Sierra Leone's rough diamonds. 
With four U.S. firms now buying Sierra Leone diamonds directly, 
the U.S. share of the market should increase. The recommence- 
ment of rutile mining is expected to result in greatly 
increased exports to the U.S. If potential U.S. investments 
in other minerals such as iron ore materialize, exports to the 
U.S. will increase further. U.S. imports of Sierra Leone's 
coffee should continue at present levels. 


New Sales Opportunities Beckon: The anticipated upswing 
in mining activity should boost U.S. sales of earthmoving and 
other mining equipment. Sales of U.S. food products and air 
conditioners should continue to grow. Major sales opportunities 
for electrical generating, transport and communications equipment 
deserve cultivation. Increased sales of other U.S. products 
will require the development of contacts with local Sierra 
Leonean firms capable of dealing in such areas as motor 
vehicles, construction materials and clothing. 


; U.S. Investment in Sierra Leone will Grow: U.S. investment 
in Sierra Leone, now minimal, can be expected to grow over the 
next five years. The recommencement of rutile mining will 
require an inflow of American capital. If present prospecting 
by American firms results in the establishment of new iron ore, 
diamond or gold mining ventures, U.S. investment will increase 
further. Sierra Leone's 1975-79 Five Year National Development 
Plan clearly recognizes the need for foreign capital and 
technology. The new Budget, which calls for a decrease in 
Government developmental spending, underscores the fact that 
foreign capital is required to develop the agriculture, 
agro-industry, tourism, fishing and forestry projects in which 
Government is interested. 


As a beneficiary developing country under the U.S. Trade 
Act of 1974, Sierra Leone will soon enjoy duty free access 
to the U.S. market on many products. Similarly, as a party 
to the Lome Convention, Sierra Leone's exports now qualify for 
special access to the European Common Market. Freer access to 
these markets may provide another incentive for investors 
interested in exportable products. At the same time, the plans 
for customs harmonization, improved transportation links and 
joint planning on industrialization by Sierra Leone and 
Liberia under the aegis of the Mano River Union should 
enhance the outlook for investments designed to serve the 
local market. Investors, however, will have to assess each 
proposed project carefully in light of Sierra Leone's 
present financial and balance of payments problems. 





CALL US 


WE’VE GOT THE ANSWERS 
TO YOUR MARKETING 
QUESTIONS WORLDWIDE 


Commercial and economic information responsible for a country or group of 
on most trading partners of the United countries as listed below. Assistance 
States is available from the Bureau or information about marketing in 
of International Commerce, U.S. De- these countries may be obtained by 
partment of Commerce. dialing these key people directly: 
The Bureau is organized geographically (202) 967 plus the given extension 
with a Country Marketing Manager 


Area Extension Far East 


Australia and New 

Zealand 3646 
East Asia 5401 
Japan 2427 
South Asia 3137 
Southeast Asia 3875 


Africa 
Central Africa 3904 
East and South Africa 4927 
West Africa 4388 


Europe 

Canada and Benelux Latin America 

countries 3848 Brazil 5427 
France 4504 Mexico, Central 
Germany and Austria 4414 America, and 
Italy and Greece 3944 Panama 5020 
Nordic countries 4601 Argentina, Uruguay, 
Spain and Portugal 3957 and Paraguay 2428 
Switzerland, Yugo- Caribbean countries 

slavia and Turkey 2795 and remainder of 
United Kingdom 3713 South America 2995 


Special units within the Department of Commerce have been created to 
deal with particular marketing situations: 


Commerce Action Group for the Near East 
North Africa 


Near East 

Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 

Peoples Democratic Republic of Yemen, 

Qatar, Saudi Arabia. Syria, United Arab 

Emirates, Yemen Arab Republic 5767 


lran, Israel, Egypt 3752 


Bureau of East West Trade 


Eastern Europe 2645 
USSR 4655 
Peoples Republic of China 3583 


U.S. DEPARTMENT OF COMMERCE e Domestic and International Business Administration 
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